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differences  appear  in  the  worst  byproduct  of  crime:  violent  deaths.  Mortality  rate  due  to 
violence varies greatly, from 21.8 per 100,000 inhabitants in Latin America and the Caribbean to 
4.0 in Western Europe. Latin America and the Caribbean, together with the Former Communist 
































The  nonmonetary  dimension  of  the  costs  of  crime  also  carries  indirect  economic 
consequences. These effects include changes in behavior from reductions in productive life 
length  (such  as  decreased  investments  in  human  capital  and  health),  reduced  savings  and 
investments in physical capital, and, therefore, reduced long‐run growth. Shorter life horizons 
reduce an individual’s incentive to take actions that generate long‐term benefits and short‐term 










intangible  costs  of  crime—deterioration  of  productivity,  consumption,  and  labor  force—
constitute the major part of Latin Americans’ estimated cost of violence, corresponding to 7.1 
percent  of  the  region’s  GDP.  In  Colombia,  Gaviria  and  Vélez  (2002)  document  that  crime 


















very  prohibition  and  illegality  of  these  activities  engenders  much  crime,  corruption,  and 
violence, which naturally raises the question of the social costs and benefits of defining certain 
activities  as  crimes  (Keefer  et  al.  2008).  We  avoid  this  question  altogether  by  thinking 















present  in  a  systematic  and  roughly  comparable  way  the  main  empirical  results  currently 

























consumed.  Given  the  quasi‐linear  specification  proposed,  there  is  no  income  effect  in  the 
demand  for  c,  so  any  loss  of  income  or  expenditure  is  immediately  reflected  on  reduced 
demand for y.  














First‐order  conditions  for  the  individual’s  problem  in  this  case  give  the  optimum  level  of 
consumption in the “crime‐scenario,” cc, implicitly from the expression: 
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actually  consumed  of  c  remains  the  same,  and  the  loss  from  victimization  is  reflected  in 
reduced consumption of y (by an amount p.x). Generally, this term represents a utility loss that 
can be measured directly in terms of reduced consumption of y. Other expenditures on public 






























































  Costs  of  violence  commonly  discussed  in  the  literature  include  the  expenditures  on 



































destroyed  (value  of  p.x),

















  As  we  shall  see,  most  of  the  estimates  of  the  costs  of  crime  map  some  concept 










issue  in  society.  Nevertheless,  it  is  unclear  whether  these  numbers  are  useful  from  the 
perspective of public policy decisions. 
  In this context, the typical problem facing a government is how to allocate spending on 


































or  destroyed;  public  and  private  security  expenditures;  medical  expenses  for  injuries  and 

























from  criminal  activity.  Therefore,  as  in  the  case  discussed  above,  it  is  possible  for  double 













assaults,  robberies,  burglaries,  thefts,  criminal  damages  (vandalism),  arsons,  frauds,  drug 
offences,  the  criminal  justice  system,  production  lost  by  prisoners  and  victims,  victim 
assistance, the security industry, and insurance administration. On top of budget numbers and 
industry  data,  his  calculations  incorporate  medical  costs  of  fatalities  from  hospitalized  and 
nonhospitalized cases, estimated loss of production from people unable to work, estimates of 














Contingent  Valuation.  The  contingent  valuation  methodology  was  originally  designed  and 
extensively applied by the environmental economics literature.
8 It relies on surveys to elicit the 
subjective  value  that  individuals  place  on  public  goods,  such  as  cleaning  a  polluted  river, 
protecting endangered species, and so forth. This technique has become increasingly popular in 






































violence  in  the  United  States,  Cohen  et  al.  (2004)  analyze  burglary,  serious  assault,  armed 
robbery, rape, sexual assault, and murder, also in the United States, and Atkinson et al. (2005) 
look at common assault, wounding, and serious wounding in England and Wales. 




















methodology  would  be  needed  to  estimate  the  policy  costs  involved  in  different  crime 
scenarios. Notice that the latter remains extremely difficult to estimate, for it involves the 


















willingness  to  pay  based  on  actual  behavior,  or  revealed  preferences,  rather  than  stated 
preferences.













































































  But  the  advantages  of  the  theory  also  come  at  a  price.  The  theory’s  simplifying 
assumptions are inevitably reflected in biases of the estimates, and it is difficult to guess the 



















violent  environment  on  decisions  affecting  investment,  entrepreneurship,  human  capital 
accumulation, urban development, and, ultimately, economic growth. Most of these are related 
in some way to changes in behavior induced by crime, but are more or less indirect or long‐





















school  is  located.  Therefore,  students  in  high‐crime  areas  perform  significantly  worse  than 
similar  students  in  low‐crime  areas.  The  effect  is  particularly  strong  for  students  during 
adolescence and in the low end of the ability distribution, and stronger in schools with a high 
number of students per classroom and a high fraction of male students. A possible direct link 















































































































(World  Bank  2003b),  dimensions  related  to  medical  costs,  lost  productivity,  and  public 
expenditures on security add up to 3.7 percent of yearly production, with 3.1 percent coming 
from public expenditures on security alone. Similarly, in South Africa (Altbeker, 2005), public 






























  Willingness‐to‐pay  methods  based  on  hedonic  regressions  give  as  basic  output  the 
impact of crime rates on real estate prices across areas with different incidences of crime and 
violence. Based on this type of variation, Thaler (1978) estimated the average cost of property 
crime  in  Rochester,  New  York,  to  be  around  $2,560,  while  Lynch  and  Rasmussen  (2001) 
estimated that high crime areas in Jacksonville, Florida, had real estate prices discounted up to 
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Table 1.1: Crime Rates (%) from Victimization Surveys (ICVS), World Regions, Average for the 1990s
Region  Burglary  Thefts  Contact Crimes  Any Crime 
Latin America  11.8  16.9  15.0  43.6 
Africa 12.9  16.6  11.4  39.6 
Asia 3.6  11.1  4.3  18.9 
Former Communist Block  6.8  12.9  7.0  31.7 
North America  8.0  10.1  8.7  34.0 
Oceania 8.4  9.4  8.3  33.4 
Western Europe  4.2  9.5  5.8  28.1 
Notes: Regional numbers are unweighted country averages. Source is ICVS (1989, 1992 and 1996/97). Burglaries include 
attempted burglaries. Thefts are bicycle or motorcycle and other personal thefts, including pickpocketing. Contact crimes are 
robberies, sexual incidents and/or threats/assaults. Any crime includes all previous categories plus theft of car/joyriding, theft 
from car, and car vandalism. Numbers based on major cities from each respective country. 
 
Table 1.2: Mortality Due to Violence, World Regions, 
Average for the 1990s 
Region  Mortality Due to Violence 
(per 100,000) 
Latin America & Caribbean  21.8 
North America  6.5 
Western Europe  4.0 
Former Communist Block  17.2 
Western Pacific   7.8 
Notes: Regional numbers are unweighted country averages. The only
African country included in the WHO cause specific mortality data is
Mauritius, and the only Eastern Mediterranean country is Kuwait. These
regions are not included in the table. Mortality due to violence is 
homicide and injury purposely inflicted by other persons plus other
violent deaths, from the International Classification of Diseases (ICD).  
  
 





Type of Crime or 
Expenditure 
Main Result (Costs of crime, potential welfare gain from crime reduction, or other 
consequences of crime)                                                  
(in 2007 US $ or % of production, unless otherwise noted) 
Accounting 






Rape Robbery  Assault  Arson  Murder  Total 

























Total       
43 million  1 billion  1.7 billion 
2.8 billion       
(5% of GDP) 














Total Cost       
1.9%  4.8%  2.1%  14.2%       











average cost = 
$3.100; total 























    33





Type of Crime or 
Expenditure 
Main Result (Costs of crime, potential welfare gain from crime reduction, or other 
consequences of crime)                                                  
(in 2007 US $ or % of production, unless otherwise noted) 


















24 billion  8 billion  1 billion  4 billion  37 billion   






Public and private 
security 
expenditures, 
value of goods 
stolen, potential 









Total     
2.26%  1.6%  3.9%         
World Bank (2003b)  Jamaica  2001 
Medical costs, 












0.40% 0.20%  3.10%  3.70%       
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Type of Crime or 
Expenditure 
Main Result (Costs of crime, potential welfare gain from crime reduction, or other 
consequences of crime)                                                  
(in 2007 US $ or % of production, unless otherwise noted) 
Tangcharoensatien 
(2008)  35 million  379 million 
415 million 
(0.23% of 
GDP)     
Contingent-
valuation 














(million)       
31.2  1.52  6.9 to 8.6       
Cohen, Rust, Steen, 


















































12.9 14.9  13.6  15.7  18.18 





















WTP per Crime 
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Type of Crime or 
Expenditure 
Main Result (Costs of crime, potential welfare gain from crime reduction, or other 
consequences of crime)                                                  
(in 2007 US $ or % of production, unless otherwise noted) 
















 Reduction of 39% of price of a home in the two deciles with the highest cost of crime 















29%  1%       
Other 







Per capita city 
crime 
One-person decline in city residents per reported crime 









Rate on Work 
Timing 
WTP per Worker—Present Value 
  
0.2 hours per 
person 
$5.3 to $13.2 
bi 
$397 to $2,640   36





Type of Crime or 
Expenditure 
Main Result (Costs of crime, potential welfare gain from crime reduction, or other 
consequences of crime)                                                  
(in 2007 US $ or % of production, unless otherwise noted) 
World Bank (2006) 
cross-
country 





2.2 to 9.4 bi       
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